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　In Thailand, the dominant industry has gradually shifted from agriculture to manufacturing or 
services. A key characteristic of Thai economic policy is effective use of private capital. When 
the government promoted a change in industrial structure, investment from the private sector 
was utilized positively. From the 1990s, investments of overseas capital increased along with 
those of domestic capital; the country carrying out the most investment in Thailand is Japan.
　In Thailand, foreign companies associated with specific industries tend to be located close 
together in a certain region; for example, the automotive industry around Bangkok, the electric/
electronics industry around Ayutthaya, and the electronic component/electronic device 
industry around Chiang Mai. Such regional lumps are referred to as Specific Regional Industrial 
Agglomerations or industrial clusters. 
　In this study, we would like to consider characteristics of the relationships between companies 
in industrial clusters of Japanese-affiliated companies and the function of industrial clusters for 
the reinforcement of industrial competitiveness.
ChapterⅠTheformationofindustrialclustersinThailand
1.EconomicpolicydynamicsinThailand
（1）Overview of Thai economic policy
A key characteristic of Thai economic policy is effective use of investment from the private 
sector; ergo, policy interventions aim to encourage and maximize the use of private capital in 
investment. And, a basic tenet of Thai economic policy is that the government strategically and 
incrementally facilitates conversion of the industrial structure from an agricultural orientation to 
manufacturing and service industries. This facilitation can be conceived as follows: ⒶPromotion 
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of a policy aimed at import substitution, ⒷFostering export industries, ⒸIndustrial advancement 
and regional dispersal of industries. For each of these three stages, the actually timing is difficult to 
predict and identify.
（2）Recent changes in Thai investment encouragement policy
In recent years, Thai economic policy has succeeded in advancing the economy (See Ⓒ above.). 
Changes in policy focusing on industrial advancement are reflected in the operation of the 
investment encouragement law. Furthermore, the Thai government aims at shifting to become a 
high income country in the long run.  
Advancement of the industrial structure is indispensable to evade the middle income country 
trap, and to shift to becoming a high income country. In this regard, 10 types of industry were 
identified as industries that substantively stimulate growth. Further, the government divides these 
into existing industry ( ① - ⑤ ) such as Automotive, Electronics and future industry ( ⑥ - ⑩ ) such 
as Robotics, Aviation, and has formulated a strategy that promotes each industry. In the short and 
medium term, the economy of Thailand secures robust economic growth by promoting industries 
of ① - ⑤ , while the economy of Thailand is envisaged to realize rapid growth in the long term by 
promoting future industries of ⑥ - ⑩ . The government plans to shift to becoming a high income 
country by these measures.
Importantly, the Thai government has illustrated its acknowledgment and support for 
interventions that can be described in terms of “Cluster policy.” A cluster policy is a policy to push 
forward intensive industrial development and diffusion, reinforcing competitiveness of designated 
industries in suitable locations. The Thai government has identified automotive, electronics/
communication, petro-chemistry/chemical, and digital industries as being amenable to cluster-type 
interventions. As a condition for companies to receive the favor of the industrial cluster policy, 
the company must show cooperation for human resources development or technical improvement, 
including the acceptance of intern talented-persons from educational institutions, and research 
organizations located in the area for that cluster.
2.Contemporaryinvestmentbyforeignfirms
（1）Characteristic of foreign capital investment in Thailand
In terms of direct investment into Thailand, at the end of 2016, most came from Japan. Then, 
in order, Singapore, United States, Netherlands, Hong Kong, and the Virgin Islands. Investment 
from Japan amounted to 71,527 million dollars, accounting for 36.2% of the total. Indeed, Japanese 
investment was more than double that of Singapore (which is in second place) (29,214 million 
dollars).
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In terms of the specific trend in investment of foreign capital by the type of industry, the main 
industrial types are as follows, <1>metal and machine products, <2>electricity, electronic goods, 
<3>service industry. Regarding the purpose for the investment of foreign capital, there are several 
items for a new business in sequence; however, in later years the ratio of the addition of extended 
investment increased.
（2）Japanese investment in Thailand
In Thailand, the country carrying out the most investment is Japan, thus Thailand becomes 
an important investment area for Japanese companies. Direct investment into Thailand by the 
manufacturing industry of Japan began in the 1960s. Afterwards, investment from Japan increased 
in the late 1980s, in the mid-1990s, in the late 2000s, and again after 2010. In terms of direct 
investment into Thailand by the manufacturing industry of Japan at the end of 2016, according to 
the type of industry, the transportation machine industry accounted for 1,235 billion yen, and is the 
largest contributor. Investment by the transportation machine industry is 30.9% of the total. Next, 
in order, the electric machine industry is in second place (809 billion yen, 20.2%), followed by the 
iron/non-iron industry (506 billion yen, 12.7%). Together, these three types of industries account for 
63.8% of the whole.
A regional characteristic of Japanese-affiliated companies in Thailand is that many of these 
companies concentrate in and around Bangkok (Bangkok-wide area: Bangkok + the outskirts + the 
suburbs). The Thai government has actively promoted investment in areas outside of Bangkok. 
However, many Japanese companies chose locations in the Bangkok-wide area because of access 
to the harbor and the relationship with business partners and associated firms. Thus Japanese 
companies have tended to accumulate mainly in the Bangkok-wide area, but specific places of 
accumulation differ by industry type.
In terms of temporal changes, there was much investment in Bangkok and its outskirt provinces 
(in particular Samut Prakan province and Pathum Thani province) until the early 1980s. However, 
locations in the suburban regions (particularly Ayutthaya province, Chonburi province, and Rayong 
province) increased subsequently to the extent that these locations now dominate in terms of 
investment compared to the outskirts.  This change mimics the changes in the Thai industrial 
structure and expansion of the industrial area.
3.Effectsoftheindustrialclusterfunction
An industrial cluster is defined in terms of the situation that in a specific field, entities such 
as companies mutually connect with each other concomitant with geographical concentration so 
that each company and organization becomes part of a network with relationships in terms of 
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competition and cooperation (Harvard U, Michael E. Porter). In synergy between cooperation and 
maintenance of competition, the industrial cluster shows an innovation function. Intense competition 
between many companies contributes to the activation of the innovation function to bring about 
development of new products and know-how as well as cut costs and imitation. This innovation 
function is called competitive advantage. The important insight of Porter has shown that successful 
competitive advantages are a function of four competitiveness-enhancing elements (diamond of 
competitive advantage).
In industrial agglomeration a large number of companies of the type of industry concerned are 
located in a specific area. The characteristics of regional industrial agglomeration vary by area and 
type of industry. Markusen classifies regional industrial agglomeration as follows: ① Marshal type 
(local industry model, great city inside model < Machine, metalwork industry >), ② Hub-and-spoke 
type (business corporate town model < A big company leads many local companies as a hub in a 
specific area >), ③ Satellite platform type (The new industrial complex where branch plants are 
located). Focusing on the satellite platform type, cooperation between companies (branch plants) is 
thin and network formation is weak; industrial agglomeration of the satellite platform type does not 
often have the function of an industrial cluster. S. Park described that with industrial agglomeration 
of the satellite platform type, as an activity period increases, the nature and extent of interaction 
and network change and develop sequentially. Regarding the location choice of the company, 
adhesiveness to the area increases. That is to say, industrial agglomeration changes from a satellite 
platform type to a hub-and-spoke type or Marshal type.
  As for the formation of industry agglomerations in Thailand, the satellite platform type 
predominated initially. With the passage of time, network supply chains have been structured 
between major manufacturers and their small and medium-sized counterparts. Furthermore, the 
fixity of industrial activity increased, and the degree of industrial agglomeration deepened. In such 
a transformation, industrial agglomeration has changed from a satellite platform type to a hub-and-
    Context  for
    Firm Strategy and  Rivalry
dnameD)tupnI(rotcaF
snoitidnoCsnoitidnoC
    Related  and
    Supporting Industries
The determinants of competitive advantage
Source: On Competition  M. Porter,1998
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spoke type. The base formation advances with not only the role of production but also the roles of 




We carried out a questionnaire survey concerning industrial accumulation of Japanese-affiliated 
companies in Thailand. The headline results from this survey are as follows:
（1）Regional business characteristics (customers and suppliers)
Near-range business is carried out actively.
Regarding elements bringing competitive advantage posited by Porter, competition and pressure 
as well as harmony and cooperation exists in the connections between companies (customer・
supplier・competitor) in close proximity. Following Porter’s indication, we evaluated the positives 
that competition and pressure bring.
Focusing on connections with competitors, there was a strong negative evaluation for the 
statement that “Competitors are sparse in the neighborhood.” In terms of connections with 
customers, there was strong support for the statements that “To engage in face-to-face business 
dialogue is possible” and “It is easy to continue doing business.” These items represent harmony. 
Likewise, there was high affirmation for items that represent competition and pressure: “Demand 
standard is high (about quality and delivery)” and “Demand standard is high (about new products).”
（2）By location, evaluation of elements bringing competitive advantage  
Industrial clustering is stronger in the Bangkok-wide area. More specifically, this applies 
particularly to Bangkok and the outskirts and less so to the Suburbs of Bangkok.
Particularly, in a major company (more than 300 employees), there tend to be positive evaluations 
of the benefits of industrial clusters. The corollary of this is that small and medium-sized enterprises 
(SMEs) do not reap the benefits of industrial clustering to the same extent.
（3）Efforts to maintain operations
In the context of intense competition, economic sustainability requires cost reductions as well as 
initiatives focused on new products, improvements to production processes, and so on.
Further, economic sustainability also necessitates securing and nurturing of human resources as 
pointed out by many companies. In addition, securing and reclamation of demand become key to 
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maintaining vitality.
（4）Implementation details
・Period of implementation: January 2017
・Scope of the survey: Japanese-affiliated companies located in Thailand, listed in the Toyo Keizai 
Shinposha “foreign company conspectus”
・Data collection method: Mail (sent from, and received at Chiang Mai University)
・Surveys sent:1,935; surveys collected: 263; response rate: 13.6% 
（5）Attributes of the respondents 
In terms of the number of employees, 49 or less: 35.1%, 50–299: 35.5%, 300 or more: 29.4%. By 
business founding year, before 1985: 8.8%, 1986–1995: 24.8%, 1996–2005: 27.5%, 2006 or later: 38.9%. 
Regarding the change of the type of industry by business founding year, Table 2 shows the 
contents along the advance trend of the Japanese-affiliated company.
2.Regionalcharacteristicsofcustomers,suppliers,andoutsourcingcontractors
Business within close proximity is carried out actively.
・Proximity and customers by location, “within an hour” + “about a few hours” totals 63.9％ . Thus, 
much business occurs in areas within a relatively short distance. As the distances from Bangkok 
increase, the influence of “Japan” increases.
・Proximity and suppliers by location, “ within an hour” + “about a few hours” is 41.3 ％ whilst, 
similarly, “ Japan” is 38.1%.
Table 1：Descriptive statistics









( )49 or less 92 35.1 before 1985 23 8.8
50–299 93 35.5 1986–1995 65 24.8
300 or more 77 29.4 1996–2005 72 27.5
　Total 262 100.0 2006 or later 102 38.9
　Total 262 100.0









Bangkok and 145 56.0 Life-related 39 14.8
 the outskirts Material-related 71 27.0
Suburbs of Bangkok 101 39.0 Machine-related 123 46.8





13 5.0 　Total 263 100.0
　Total 259 100.0
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             Area (Total) 8.8 24.8 27.5 38.9
Bangkok subtotal 10.3 10.3 26.8 52.6
Life-related 18.2 18.2 45.5 18.2
Material-related 10.0 5.0 35.0 50.0
Machine-related 4.9 4.9 17.1 73.2
Service-related 16.0 20.0 28.0 36.0
Outskirts subtotal 17.4 50 15.2 17.4
of Bangkok Life-related 16.7 58.3 16.7 8.3
Material-related 41.7 25 16.7 16.7
Machine-related 5.0 60.0 15.0 20.0
Suburbs of Bangkok subtotal - 17.4 52.2 30.4
（the central ） Life-related - 16.7 66.7 16.7
Material-related - 20 46.7 33.3
Suburbs of Bangkok subtotal 2.6 24.4 32.1 41
（the eastern ） Life-related - 28.6 28.6 42.9
Material-related 3.3 40.0 30.0 26.7
Machine-related 2.6 12.8 33.3 51.3
subtota 15.4 53.8 7.7 23.1
Life-related 28.6 42.9 14.3 14.3
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within an hour about a few hours other Thailand ASEAN except Thailand Japan others
Figure 2：Proximity and suppliers By Location
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3.Evaluationofelementsconferringcompetitiveadvantage
In terms of evaluation of elements that bring competitive advantages à la Porter, we summed 
up answers so that 3 points denotes moderate, 5 points is highest, and 1 point is lowest. Overall, 
evaluation results are high.
The results of the questionnaire suggest that the customer, the supplier, and the outsourcing 
contractor engage in reciprocal business in harmony and in a context of intense competition. 
・Regarding evaluation of Factor Conditions (business environment), evaluations for items of social 
infrastructure, “Electric, water service” and “Traffic, information” are higher than medium rank. On 
the other hand, the evaluation about “Preferential measures and consultation by the government” is 
lower than medium rank.
・Regarding evaluation of Demand (viewpoint of customer who is active nearby) conditions, 
evaluations for items of harmony and cooperation, “To engage in face-to-face communication (dialogue 
in Figure 5) is possible” and “It is easy to continue doing business” are higher than medium rank. 
Likewise, evaluations for items of competition and pressure, “Demand standard is high (about 
quality and delivery), (about new products)” suggest high scores which converge toward harmony.
・Regarding evaluation of Context for Firm Strategy and Rivalry, the results suggest that 
competition and pressure is intense. The intense competition contributes to the activation of the 
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within an hour about a few hours other Thailand ASEAN except Thailand Japan others
Figure 3：Proximity and outsourcing contractors By Location
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1.5 2.0 2.5 3.0 3.5 4.0




The quality of the worker is
high
Labor cost is low
Traffic・Information networks 
have been established
Supply of electricity, the
water service is stable
（Note）Evaluation Scales
・Select between the following options Strongly agree：５ points、Agree：４ points、
Neither agree nor disagree：３ points、
Disagree：２ points、Strongly disagree ：１point.
◎Note that after Figure 5, the evaluation scales are the same.
The indication of  point is omitted.
（point）









1.5 2.0 2.5 3.0 3.5 4.0
Industrial agglomeration is
reputed in the distant place
There are many inquiries
even from distant places
In a nearby region, it is easy
to cultivate new customers
Demand is high (about new
products)
Demand is high (about
quality and delivery)
It saves time and money
spent on transportation
It is easy to continue doing
business
To engage in face-to-face
business dialogue is possible
Figure 5：Evaluation of Demand Conditions (viewpoint of customer who is active nearby)
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1.5 2.0 2.5 3.0 3.5 4.0
There are many sales even from
distant places
In nearby regions, it is easy to





Satisfaction is high (about new
products)
Satisfaction is high (about quality and
delivery)
Satisfaction is high (about cost)
It saves time and money spent on
transportation
It is easy to continue doing business
To engage in face-to-face business
dialogue is possible








1.5 2.0 2.5 3.0 3.5 4.0
Existence of competitors causes
stimulation and desire
There are opportunities to obtain
advice, such as improvement
There are opportunities to
understand market needs
There is much competition with
local company
There is much competition with
foreign company
There is much competition with
Japanese-affiliated company
Competitors are sparse in nearby
regions
Figure 7：Evaluation of Context for Firm Strategy and Rivalry (viewpoint of competitor who is active nearby)
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4.Evaluationofelementsconferringcompetitiveadvantagebylocation
Evaluations of elements conferring competitive advantage tend to be different in the Bangkok-
wide area (Bangkok + outskirts + suburbs (central, eastern)), compared to other areas (northern, 
northeastern, other). For example, in Figure 9, concerning evaluation of Demand (viewpoint of 
customer) conditions, evaluation in the Bangkok-wide area is lower for the cooperation items “To 
engage in face-to-face business dialogue is possible” compared to northern, northeastern, and other 
regions. But evaluation in the Bangkok-wide area is higher for competition and pressure items 
“Demand is high (about quality and delivery), (about new products).” Thus in the Bangkok-wide 
area, there is moderate harmony and intense pressure and competition, which is the backdrop for 
stimulating innovation. In other words, the Bangkok area is stronger in the function of the industrial 
cluster having competitive advantage.
In addition, evaluations in the Bangkok-wide area were higher for the item in Figure 6 “Adequate 
Machinery Facilities (Adequate facilities)-related companies exist,” “Adequate Business (Adequate 
business)-oriented services firms exist.” In this point, the Bangkok area is again stronger in the 
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Figure 9：Evaluation of Demand Conditions (viewpoint of customer) By Location
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5.EvaluationofelementsconferringcompetitiveadvantageintheBangkok-widearea
When breaking down the Bangkok-wide area into “Bangkok and the outskirts,” and “Suburbs 
of Bangkok (central, eastern),” in terms of the former, evaluations suggest moderate harmony 
and intense pressure that contributes to the activation of the innovation function in the industrial 
cluster more than in the “Suburbs of Bangkok (central, eastern).”
Moving on to the Context for Firm Strategy and Rivalry in Bangkok and the outskirts, 






Bangkok and the outskirts







sparse in nearby 
regions




There is much 
competition with 
foreign company



















Bangkok and the outskirts
























Figure 10：Evaluation of Related and Supporting Industries (viewpoint of supplier・outsourcing contractor) By 
Location
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competitors),” “There are opportunities to obtain advice such as improvement (from competitors),” 
and “The existence of competitors causes stimulation and desire.” In this point, there are again 
more merits from moderate harmony and intense pressure in Bangkok and the outskirts than in 
the suburbs.
In terms of evaluations about the Related and Supporting Industries, in “Bangkok and the 
outskirts” evaluations were higher for the items “Adequate Business-oriented service firms exist,” 
“Machinery Adequate Facilities-related companies exist,” and “Satisfaction is high (about quality and 
delivery, about new products).” On this point, there is, again, the function of the industrial cluster 
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Bangkok and the outskirts
Suburbs of Bangkok（central, eastern）
Figure 12：Evaluation of Factor Conditions (business environment) In Bangkok-wide area
Figure 13：Evaluation of Demand Conditions (viewpoint of customer) In Bangkok-wide area
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Bangkok and the outskirts
Suburbs of Bangkok（central, eastern）
Figure 15：Evaluation of Context for Firm Strategy and Rivalry (viewpoint of competitor)」 In Bangkok-wide area
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6.Problemsandcountermeasuresvis-à-vismaintainingoperations
（1）Current operational problems
Focusing on current operational problems, items concerning human resources, which is an 
element of Factor Conditions (business environment) is the most pronounced i.e. “Securing high 
quality workers” and “Rise in labor costs.” Moving on, items concerning the Context for Firm 
Strategy and Rivalry/Demand conditions (viewpoint for customer) are also higher i.e.  “Intensification 
of Competition” and “Securing customers/clients.” Items concerning business desires – “Increases in 
demand standard (About cost), (About quality and delivery)” are higher, too.
By location and size of workforce, in the Suburbs of Bangkok（central, eastern）items about 
human resources －“Securing high quality workers” and “Rise in labor costs” are higher than in 
Bangkok and the outskirts. Also, where the workforce is less than 49 employees, evaluations are 
lower in this respect.
By contrast, in Bangkok and the outskirts, items for Context for Firm Strategy and Rivalry and 
Demand conditions (viewpoint for customer) such as “Intensification of Competition” and  “Securing 
customers/clients” are higher than in the Suburbs of Bangkok (central, eastern). Regarding items of 
Rivalry/Demand, where there are less than 49 employees, evaluations are also higher.
（2）Efforts to maintain operations
Companies have to survive in the context of fierce competition. To facilitate this, increasing 
Total Bangkok 　By　ｎumber of employees Suburbs 　By　ｎumber of employees 












                                 (％） kokgnaBstrikstuo
Securing high quality workers 49.6 45.8 50.0 46.3 43.1 54.5 55.3 61.7 31.3
3.138.642.365.058.727.133.349.130.04stsoc robal ni esiR
Intensification of Competition 36.9 42.4 40.0 29.3 51.4 30.7 34.2 31.9 18.8
Rise in demand standard
(About cost)
33.5 32.6 33.3 29.3 34.7 37.6 36.8 40.4 31.3
Securing customers/clients 24.6 30.6 13.3 26.8 40.3 15.8 5.3 23.4 18.8
Ambiguous legal systems 23.1 26.4 26.7 29.3 23.6 15.8 10.5 17.0 25.0
Rise in demand standard
(About quality and delivery)




10.0 6.3 6.7 9.8 4.2 14.9 5.3 21.3 18.8
Change of technique to be required 7.7 9.0 13.3 14.6 4.2 4.8 5.3 6.4 -
Grasping of market needs 7.7 9.0 6.7 9.8 9.7 6.9 5.3 6.4 12.5
Securing operating funds 5.4 6.3 3.3 2.4 9.7 3.7 2.6 4.3 6.3
Poor the distribution functions 3.8 2.8 3.3 - 4.2 1.9 2.6 - 6.3
Supply of electricity and water service 2.7 2.1 - 4.9 1.4 3.7 5.3 2.1 6.3
Rise in demand standard
(About new products)
2.3 2.1 3.3 2.4 1.4 1.9 5.3 - -
Reduction in investment assistance 2.3 2.8 - 2.4 4.2 1.9 2.6 2.1 -
No particular problems 3.1 2.1 - 2.4 2.8 4.8 5.3 - 18.8
3.64.6-7.34.14.23.31.27.2rehtO
Table 3：Barriers to maintaining operations by number of employees (multiple answers)
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workers’ skills is critical according to our results. The need to secure and nurture human resources 
is pointed out by many companies.
For contemporary problems about demand noted above, “Development of new customers/clients” 
is the second highest mitigation option. Securing and the reclamation of demand contribute to the 
source of maintenance of the vitality. 
To maintain operations given intensive competition, current efforts include not only cost cutting 
exercises such as “Reduction of fixed costs including labor cost,” but also innovative responses such 
as “Handling expansion of new products and services,” “Improvement of production processes,” and 
“Introduction of new techniques, know-how.” Following the 2008 global financial crisis, to maintain 
operations, companies laid emphasis on cost cutting, but currently more emphasis is placed on 
innovative responses.
sisirc laicnanif eht fo emit eht tA◇noitca tnerruC◇
Total Bangkok Suburbs Total Bangkok Suburbs 
 fo eht dna)dnaliahT( fo eht dna)dnaliahT(
 　　　　　                    (％） kokgnaBstrikstuokokgnaBstrikstuo
Increase workers’ skills 68.8 63.9 77.2






Reduction of fixed costs
 including  labor cost
53.6 52.7 53.4
Development of new suppliers /
outsourcing contractor








new products and services
30.0 39.6 18.8
Development of new  suppliers /
outsourcing contractor
26.8 27.0 27.6
Reduction of fixed costs
 including labor cost
28.5 29.2 27.7
Handling expansion of
new products and services
26.1 39.2 12.1
Introduction of new techniques,
 know-how
26.5 25.0 27.7
Introduction of new techniques,
 know-how
21.7 21.6 24.1
Entity Conversion 24.2 29.2 15.8
Diversification of procurement
 (parts / material) 21.7 23.0 22.4
Diversification of procurement
 (parts / material) 23.5 18.1 31.7 Entity Conversion 18.1 27.0 8.6
Improvement of the distribution/
 information function
11.9 9.0 16.8
Reexamination of the sales
 system, order reception
13.0 12.2 13.8
Switch to different fields 10.8 16.7 3.7
Improvement of the distribution/
 information function
13.0 13.5 13.8
Reexamination of the sales
 system, order reception
7.3 9.0 4.8
Reexamination of relationships with
 the holding company in Japan 11.6 10.8 12.1
Reexamination of relationships with
 the holding company in Japan 5.8 6.3 2.8 Switch to different fields 10.1 13.5 6.9
Change the products and
 services handled
5.0 7.6 0.9




 the production base
3.8 3.5 3.7 Integration of production 4.3 2.7 3.4
Strengthening of collaboration with
 associated enterprises 3.8 3.5 2.8
Reexamination of relationships with
 business supporter in Thailand 3.6 4.1 3.4
Reexamination of relationships with




Integration of production 2.3 2.1 1.9
Move, decentralize





Strengthening of collaboration with
 associated enterprises 2.9 1.4 5.2
Strengthening of collaboration with
the industrial body one belongs to 1.9 2.1 1.9
Strengthening of collaboration with
the industrial body one belongs to 1.4 1.4 1.7
(Note) The response “did not operate in those days” was not counted at the time of the financial crisis. 
Table 4： Efforts to maintain operations (multiple answers)  
〈Currently and at the time of the 2008 global financial crisis〉
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By location, in the Suburbs of Bangkok（central, eastern）items about human resources such as 
“Increase worker skills” score higher than in Bangkok and the outskirts. By contrast, in Bangkok 
and the outskirts, items for Demand conditions such as “Development of new customers/clients” 
are higher than in the Suburbs of Bangkok (central, eastern). Furthermore, in Bangkok and the 
outskirts items concerning innovation such as “Handling expansion of new products and services” 
are also higher than in the Suburbs of Bangkok.
ChapterⅢFunctionalenhancementofinnovationinindustrialagglomeration
1.Supportingdevelopmentfunctions
In Thailand, for providing products suited to the needs of the local market, reinforcement of the 
development function by major foreign-affiliated firms has been pushed forward. However, to realize 
effectively development of major firms, it is indispensable for supporting industries that supply 
parts to follow the development of major manufacturers. Most of these supporting manufacturers 
are SMEs. In Japan, SMEs greatly contribute to the reinforcement of the innovation function of 
the industrial cluster. With limited managerial resources, SMEs must cope with various jobs such 
as securing human resources and winning business partners, etc. If support functions to reduce 
the burden of these jobs are provided, it would be possible to allocate managerial resources to 
development. About the support of SMEs, there are such methods as the operator of the industrial 
park expanding even further the business that supports a variety of jobs together.
2.Enhancinghumanresource
In policy contexts concerning industrial advancement and industrial area dispersion, human 
resource development and increasing wages are emphasized. 
The unemployment rate in Thailand was around 4% in the late 1990s. In the 2000s, the 
unemployment rate decreased mostly throughout the decade, and has remained at a low level of 
around 1%, since 2010. As of 2012, 98.8% of people in the labor force have a job. Among people with 
jobs, 39.6% are in agriculture, forestry, and the marine products industry, and 60.4% are in non-
agriculture domains.
One of the problems facing the Thai economy concerns securing adequate human resources, 
because industrialization and urbanization have advanced sharply. There are trends toward 
increasing education; for example, 17.1% of people had received higher education as of 2012. 
Young workers with relatively high productivity accumulate into production jobs around Bangkok 
from other districts. While industrial advancement progresses, the skills required of workers are 
becoming more sophisticated and diversified year on year. So expansion of the education system is 
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being pushed forward in Thailand.
3.DiversificationinexportsfromThaiindustrialagglomeration
The export industry of middle income countries such as China or the ASEAN countries is strong 
in price competitiveness. In recent years, the export of capital-intensive products and technical 
intensive products has been important in terms of the progress of industrialization in middle 
income countries. The export of commodities from developed countries is rapidly being replaced by 
products from middle income countries. Based on such changes in global trade, for foreign-affiliated 
firms including Japan, a particular strategy can be illuminated. Specifically, it is necessary to change 
the role of the production base of middle income countries to obtain and maintain new emerging 
markets. Indeed, the function of the export base for emerging markets and developing countries’ 
markets will become important vis-à-vis industrial agglomeration in Thailand.
Among ASEAN countries, low-income economies such as Cambodia, Laos, and Myanmar have 
realized high growth. As a result, the GDP per capita of these three countries exceeds 1,000 dollars. 
Regarding the consumption market of emerging and developing countries, 3,000 dollars per capita 
has been assumed to be the threshold for entry. A consumption market of a country around 1,000 
dollars per capita is considered to be targeted for business as Bottom of Pyramid (BOP) markets. 
The economic growth of Cambodia, Laos, and Myanmar that are adjacent to Thailand contributes 
to the extension of the supply chain of the Thai production base.  One method to raise the 
competitiveness of the supply chains in the context of Thai industrial agglomeration is to stimulate 
network formation between countries, such as “Thailand + 1.” “Thailand + 1 (plus one)” is a popular 
name used by Japanese-affiliated companies and refers to transferring labor-intensive production 
processes to emerging countries neighboring Thailand: Cambodia, Laos, and Myanmar (CLM）
while maintaining a main production base (mother factory) in Thailand. In future, with the progress 
of communication networks and simplification of customs procedures in addition to expansion of 
infrastructure including roads and harbors, reductions in transportation costs and shortening of 
transportation days are anticipated. Further, it is hoped that the Thai production base develops as 
a place designing and producing strategic products for not only southern economic corridors and 
ASEAN countries, but also emerging and developing country markets such as key African markets.
Conclusions
The direct investment of foreign capital is one of the strategies for the globalization of 
investment companies, and contributes to the creation of employment opportunities for individuals 
and income opportunities for the investment area. China came to attract attention as “a world 
market,” not just “the world’s factory,” with concomitant gains in terms of employment and income 
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levels. For reclamation, the securing of markets of these ASEAN countries, it is indispensable to 
strengthen the development function that can flexibly and speedily cope with changes in market 
needs, close to the market. The Thai industry cluster has attracted ASEAN industries and it is 
important to further enhance the production function and the development function thereof, finally 
putting ASEAN Single Market on the agenda. The reinforcement of the development function in 
the industry cluster of Thailand will raise its role as the production base for not only developed 
countries but also the ASEAN countries. Furthermore, the activation of the innovation function 
originating from the industry cluster contributes to industrial advancement across the whole of 
Thailand. It is hoped that such a movement leads to appropriate conditions for nurturing and 
stimulating next generation industries such as robotics, aviation and biotech industries. 
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